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REPORT. 



Stated oi^ New Jersey, 

Executive Department^ 

March 2d, 1908. 
Vo the President of the Senate: 

Herewith I transmit the report of the Commissioners appointed ' 
tinder Chapter 30 of the Laws of 1905, to revise and codify our 
general act concerning corporations (Revision of 1896). 

This report I have read over with great care, and find it to 
be an exceedingly valuable one. It presents the matter of New 
Jersey corporations in such a way as to interest the public gen- 
erally, and to cause it to be a matter of congratulation that our 
State, in the matter of corporate organization, has maintained 
and still does maintain such' a high standing among the States 
of the Union. 

A useful division of the corporations of the State into three 
classes is made in the report, the first class relating to those which 
incorporate railroads, street railways, lighting, telephone, tele- 
graph and water companies, and the like; the second class being 
those I that relate to banks, savings banks, trust companies, and 
the like; and the third class being those relating to manufacturing* 
mining, trading, printing, publishing, navig:ation, and other com- 
panies, conducting "any lawful business whatever." 

The chief i features of the act as revised by the Commission, 
and which I herewith transmit, relates to the third class of cor- 
porations defined in the report. 

For the first and second classes we have other general acts 
under which such corporations are created and operated. . 

In the third class, of course, will be found incorporated many 
small business interests, and the character of the law relating to ' 
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these corporations is of great concern to a vast number of our 
citizens. 

Our corporations are shown by the report to be conducting- 
business in all States of the Union and in many foreign coun- 
tries, and the wisdom of our corporation laws and the policy of 
our State in regard to corporations is best shown by the extent 
to which corporate organizations exist under our laws. 

The revisers show that while there may have been some abuses 
by corporations in the n^anag^ement of their concerns, such 
abuses are not due to our law, but rather to the violation of it. 

A careful perusal of their report and of the bill which they 
have drafted, which accompanies it, shows that they have en- 
deavored to m:eet conditions where abuses have crept up, and to 
guard against their occurrence in the future. They have recog- 
nized the difficulty of meeting all conditions with relation to the 
issuance of capital stock in corporate enterprises, and of fixing* 
a valuation upon the inventive genius of our citizens, or upon 
mining or other property of this class, and have adopted the 
suggestion contained in my Inaugural requiring some certifica- 
tion and approval with relation to the value of property which 
is to be capitalized. 

The solution of the problem requiring all stock and bond issues 
to be based' upon either cash or actual values is a difficult one, 
and they appear to have met it in a spirit of fairness and liber- 
ality, with a view to promoting business enterprises, and they 
sum up the situation with great accuracy in this paragraph: 
"The privileges of our laws are absolutely as free for the use of 
any three men who will file a charter to-day as they are for the 
U. S. Sfteel Corporation, The American Sugar Refining Com- 
pany, American Tobacco Company, The National Lead Com- 
pany, The Panama Canal Company, The Standard Oil Company, 
or any other of the scores of corporations who are to-day paying 
taxes to this State upon tens of millions, and some of them upon 
hundred's of millions, of capital." This is the real spirit which 
should underlie all our corporation legislation. 

The rights of the smallest corporation should be as perfectly 
secured and protected as that of the largest, and the honesty and 



welfare of every stockholder should be guarded with scrupulous 
care under the statute. 

Difficulties which may arise under the act, and which thought- 
ful men will see are impossible of statement in a statute, must be 
left to the determination of controversies, which may arise under 
the statute, in our courts. The one place in which all Jerseymen 
feel that they can safely trust their interests and rely with abso- 
lute security upon the result to be reached is the courts of our 
State. 

Every case which has been decided by our higher courts in 
construing the provisions of our corporation act has been deter- 
mined in the interests of honesty and fair dealing and for the 
protection of the individual stockholder in his rights within the 
corporation. 

The illegal acts of trusts or combinations under corporate 
legislation must be met and controlled by judicial action. Cor^ 
porate acts which may be wrongful cannot always be controlled 
or regulated by the law of the State under which the corporation 
is created. Such illegality must be reached in each State in which 
the corporation is conducting business, through the courts of 
that State, or through the Federal courts in cases in which they 
have jurisdiction. 

The revisers have also wisely acted with relation to reciprocity 
in matters of corporation legislation in the different States, and 
have recognized the right of corporations of other States in the 
business affairs of our State. 

National corporation control vdll come the sooner if the State 
is not liberal in its policy or fails to recognize, as it should, this 
reciprocal relation with regard to corporations incorporated by 
other States. Upon tTiis question the revisers sum up the whole 
matter in this language: "If these great corporations are guilty 
of conspiracy against the freedom of trade, of tuilawfuUy secur- 
ing discriminations from public carriers, or other like offenses, 
our conviction is that they can only be effectively dealt with by 
the Federal Government. Of course, the State should compel 
obedience to the laws within its own borders, but the State is 
likely to be baffled when attempting to deal with interstate 
business." 



* Interstate transactions must be left to be determined under the 
la,ws enacted under the interstate clause of the Federal Con- 
stitution. 

It is a matter of Sitate pride that our State has had the lyiost 
efficient State law for the creation of corporations. Since 1846 
it has been our policy to have a general law for the creation of 
corporations. We have' maintained that policy with steadfast- 
ness of purpose and under trying conditions, but the results, as 
time has demonstrated, have not been against the interests of the 
State or the people. 

There are several amendments reported by the revisers which 
will strengthen and greatly improve our corporation act. 

On page 17 of the report they show that in thirty-three years 
the amendments to our corporation act, that were at all material, 
have only been eleven in number, which they specifically enu- 
merate. This speaks well for the wisdom of the fathers in 
framing our original statute. Each of these eleven provisions 
will be found to have been restrictions which have thrown around 
t}ie corporation management greater protection, to stockholders 
and the public. 

The part of the report which relates to holding companies is 
well stated, and I commend it to the Legislature for careful con- 
sideration. 

Section 123 of the revision as herewith submitted relates to 
the liability of promoters of corporations to repay bonuses, and 
leaves the time of such liability unlimited. 

The Commissioners in their report refer to the act of 1903 on 
this subject, which was repealed by the act of 1907, and stated: 
"We cannot but think that this action was^a mistake (referring, 
of course, to the repealer) and had a result that its supporters 
did not intend. It probably wiped out entirely liabilities that 
existed and were defined under the act of 1903." 

They also stated that **we have inserted no express limit of 
time for the continuance of the liability or for bringing of an 
action,'' as to the recovery of bonuses, in the statute as they 
have revised it. 

They suggest, however, that a proviso should be added at the 
end of Section 123, providing "that every suit or action for the 



enforcement of such liability shall be brought within six years 
from the time of making or receiving such bonus, profit or 
renewal, and not after." 

There would seem to be no reason why some provision of this 
character should not be in the statute. We have limitations of 
actions on all subjects, and even indictments for criminal offenses 
are limited within a specified time. 

Stockholders should be diligent in inquiring into relations 
with corporations by promoters, and it would seem as if six 
years were sufficient time for any diligent stockholder interested 
in the corporation to ascertain the facts as to transactions relating 
to its organization. 

Sections 125 to 132, inclusive, in the revision herewith pre- 
sented by the Commission, relate to the recommendations in my 
Inaugural, for the establishment of a separate department for 
-corporations with a commissioner of corporations at its head, 
creating such a department, and providing for a commissioner 
to be appointed. I would earnestly. recommend the adoption of 
this provision in any law that may be enacted. It is in the interest 
of the State, of the corporations, of the stockholders, and of the 
public welfare, that this department be created with a commis- 
sioner having authority and power to do- the things which the 
revisers have so well set out in the sections to which I have just 
called attention. 

If New Jersey can be criticised justly for her corporation laws, 
it is because of the fact that she has not heretofore provided a 
proper supervising power over the granting of corporate privi- 
leges or over the issuance of stock and bonds of corporations 
created in our State. 

These provisions, drafted by the Commissioners, meet this 
situation and provide a remedy in this respect. 

Nothing should be done by our State to jeopardize its large 
revenue derived from corporations and y6t we should see to it, 
even at the possible risk of losing some of this revenue, that cor- 
porate creation and corporate management are kept within strict 
legal provisions and that the law shall be observed in every salu- 
tary respect in the interest of invested capital. 

A vast body of corporations have made New Jersey their cor- 
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porate home. They and the stockholders in the corporations must 
be made to feel that the State is caring for their interests ai?d in- 
tends to promote their welfare ajid to aid and support them in 
every legitimate undertaking for the promotion of business enter- 
prises ; that it will not submit to or encourage or permit any im- 
proper action or ill^jal conduct upon the part of the corporations 
organized under its laws, but that justice, and that alone, to the 
corporation and the stockholder, and to the public, will be the 
measure of its requirement in regard to all corporate interests. 

I commend this statute, as revised by the Commission, and here- 
with submit it to you for your careful consideration, and trust 
that its enactment into law may be speedily brought about. 
Respectfully, 

JOHN FRANKLIN FORT, 

Governt)r, 
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